DE 98-124

NORTHERN UTILITIES, | NC.
Conmpetition in the Natural Gas Industry
Order Authorizing Recovery of Restructuring Expenses

ORDER NO 23, 820

Oct ober 31, 2001
PROCEDURAL BACKGROUND

The New Hanpshire Public UWilities Comm ssion
(Commi ssion), by Order No. 23,652 (May 15, 2001), in Docket
DE 98-124, approved the New Hanpshire Gas Col | aborative Fi nal
Report (Report) which was signed by Northern UWilities, Inc.,
EnergyNorth Natural Gas, Inc. d/b/a KeySpan Energy Delivery
New Engl and (KeySpan), the O fice of the Consuner Advocat e,
and Comm ssion Staff (Staff). The Report addressed further
unbundl i ng of natural gas supply in New Hanpshire.

Pertinent to the issue of restructuring expenses,

t he Report stat ed:

The LDCs have incurred, and will continue to incur,
substanti al costs related to developing expanded
customer choice, including costs associated with the
Col | aborative, the customer survey and a future custoner
educati on canpaign. Because these costs are
extraordinary in nature and substantial in amunt, the
Signatories recomrend that LDCs be authorized to defer
and recover these costs through a surcharge to all
custoners eligible for transportation service. The
Signatories recommend a recovery nechani sm and procedure
simlar to that authorized for electric utilities that
have recovered such expenses resulting fromthe retail
conpetition pilot program The LDCs would file these
charges on an annual basis, subject to review and
approval by the Conmission. (Report at 14)
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The pertinent portion of Oder No. 23,652 reads:

Northern and ENG are hereby authorized to defer and
recover, subject to Conmission audit and approval, the
reasonabl e costs associated with restructuring through
a surcharge, limted at this tine to all comercial and
i ndustrial natural gas custonmers eligible for delivery-
only service and that the Natural Gas Collaborative
shall recomrend a recovery nechani sm and procedure under
whi ch proposed charges shall be filed on an annual
basis, subject to review and approval by the Comni ssion.
(Order at 36)

On Septenber 7, 2001, consistent wth the Report and
Comm ssion Order No. 23,652, Northern submitted a sumary of
its incremental restructuring expenses broken down into major
conponents, copies of invoices for costs which Northern seeks
to recover, and the per therm surcharge that would result from
recovery scenarios fromone to three years. Northern's
i ncrenental restructuring expenses total ed $98, 056.

On Cctober 25, 2001, Northern filed a revised
summary of its increnmental restructuring expenses to reflect
adj ustments previously discussed with Staff. The revised
restructuring expenses total ed $106, 943.

On Cctober 26, 2001, Staff filed with the Comm ssion
a detail ed nmenorandum containing Staff's reconmmendati on
regarding Northern's restructuring expenses. Staff stated
that it had reviewed both the Septenber 7 and October 25, 2001
filings and supporting docunentation and found the expenses,

except for |egal expenses, to be reasonable. Staff
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recommended the | egal expenses not be found reasonabl e since
t hey contained extra charges Staff deemed not necessary or
beneficial to the proceeding. Northern and Staff discussed
the | egal expenses and agreed to reduce the |egal expenses by
approximately $6,000. This reduction was reflected in
Northern’s revised Qctober 25, 2001 filing.

Staff al so discovered Northern did not include in
its Septenber 7, 2001 filing costs for the RKM Research and
Communi cations survey of residential and small business
custoner attitudes regarding the introduction of retai
conpetition in the gas industry. Northern's portion of the
cost of the survey totaled $13,863. This adjustnment was al so
included in the Cctober 25, 2001 filing. Northern did not
request recovery of carrying costs associated with the
restructuring expenses.

Consi stent with the Conm ssion's approval of the
Report, Staff reconmmended that the Comm ssion approve a
restructuring expense surcharge of $0.0028 per thermfor al
firm Comercial and Industrial (C& ) custonmers, with the
exception of special contract custoners, through Northern's
Local Distribution Adjustnment C ause (LDAC) effective Novenber
1, 2001. The $0.0028 per therm surcharge is derived by

di vidi ng $106, 943 by 37,985,214, the C& thermthroughput.
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This charge woul d be recovered over a one-year period and
woul d entitle Northern to recover $106,943 related to further
C& gas unbundl i ng.

1. COW SSI ON ANALYSI S
In Order No. 23,652, the Comm ssion expressed its
concern over the |level of restructuring expenses gas utilities

m ght seek to recover:

W agree with the Joint Signatories that the expenses of
mar ket devel opment are a reasonable expense of

i npl ementing further customer choice. W agree they
shoul d be recovered from those custoners affected by
this order. However, we are concerned about the |evel

of expenses estimated by the LDCs for this effort,
particularly in light of the Marketers' forecasts of the
limted benefits that can be obtained under the narket
nodel adopt ed for t he next phase of mar ket
i beralization. Accordingly, we wll direct Northern
and ENG to develop a proposed market devel opnment
surcharge nmechanism for recovery of this category of
costs, and caution the LDCs that we wll carefully
review the |level and reasonableness of the costs

presented for recovery. (Order 23,652 at 32)

Staff has conpleted a thorough and careful review of
Northern’s restructuring expenses and has nade reconmendati ons
concerni ng the reasonabl eness of the expenses. Staff
recommended di sal | owance of sonme expenses which Northern has
al ready wi thdrawn from Conm ssion consideration and Staff
recommended approval of the remai ning expenses. After
reviewing Staff's recommendati ons, we will approve recovery of
$106,943 in restructuring expenses over the one-year recovery

period reconmended by Staff.
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Based upon the foregoing, it is hereby

ORDERED, that Northern is AUTHORI ZED to recover
$106,943 in restructuring expenses via a per therm surcharge
t hrough Northern's LDAC and that the surcharge is $0.0028 per
thermfromfirmC& rate classes, wth the exception of
speci al contract customers, for a period of one year,
effective with service rendered on or after Novenmber 1, 2001
and it is

FURTHER ORDERED, that Northern shall file with the
Comm ssion by January 1, 2003 a full accounting of the
revenues collected by this surcharge; and it is

FURTHER ORDERED, that Northern shall file a properly
annotated tariff with the Conm ssion within 14 days of the
date of this order in accordance with N.H Adm n. Rules, Puc
1603.

By order of the Public Utilities Conm ssion of New

Hanpshire this thirty-first day of Cctober, 2001.

Thonmas B. Getz Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:
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Claire D. DiCi cco
Assi stant Secretary



